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Chapter 4
Croatia 
highlights
• Croatia is a central European country situated on the Adriatic coastal edge of South East 
Europe and at the crossroads of Central Europe, the Balkans and the Mediterranean.
• Croatia emerged after the dissolution of Yugoslavia in the beginning of the 1990s following 
five years of war (1990-1995), which not only left its effects on the country’s economy, but 
also on the political and social situation and its development.
• The Croatian economy is one of the most developed economies in South East Europe, reach-
ing GDP per capita of EUR 10,114 in 2014.
• The structure of the innovation system includes: decision making bodies; executive agencies; 
intermediary organizations; research centres and universities; and SMEs and big companies.
• The number of new PhD graduates in Croatia, as a percentage of the active population, 
stands slightly better compared to both the, EU-28 mean and the Adriatic Region mean.
• Croatian SMEs show rather poor levels of internationalisation, with the dominant presence 
being on the national market, followed that in the Adriatic Region and Western, Central and 
Eastern Europe.
• The main sources of public financial support for the Croatian companies surveyed are local 
or Regional authorities, followed by the financial support of the central government, and 
finally, from the European Union.
• Regarding the micro determinants of innovation, the data show that knowledge hiding in 
both, Croatia (1,35) and the Adriatic Region (2,31) does not occur often.
• Cultural intelligence is almost equally ranked in Croatia (4,49) and the Adriatic Region (4,54).
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4.1 general overview
Croatia is a central European country situated on the Adriatic coastal edge of South 
East Europe and at the crossroads of Central Europe, the Balkans and the Mediterra-
nean. It borders Bosnia and Herzegovina, Montenegro, Hungary, Serbia and Slovenia 
and has a long maritime border with Italy in the Adriatic Sea. 
According to the latest Census (2011), the Croatian population is around 4.27 
million, which is about 150 thousand people less than in 2001 (ERAWATCH, 2013). 
Croatia has gone through an intense period of democratic, economic and so-
cial transition. After the adoption of the 1990 Constitution (22 December 1990), and 
the declaration of its independence from Yugoslavia (June 25, 1991), the governing 
system was transformed into a democracy. From 1990 to 2000, the country had a 
semi-presidential system, which was replaced in 2000 with a parliamentary sys-
tem, and so it remains to this day. Power is divided between the elected parliament 
(legislative), the government and elected president (executive) and autonomous 
courts (judicial).  
Croatia emerged from five years of war, which left its effects not only on the 
country’s economy, but also on its political and social situation and development. 
Due to the generally poor economic, political and social climate in the country, youth 
emigration is a common occurrence, causing the so- called “brain drain”. The result 
is poor demographics caused by an aging population. According to the World Eco-
nomic Forum (2013), regarding the “brain drain” phenomenon, Croatia is in 126th 
place out of 144 countries. In other words, Croatia is having difficulties retaining 
well educated and skilled youth in the country.  Data provided by the Croatian Insti-
tute for Migration and Ethnic Studies (IMES), demonstrate that in the period from 
1991 to 2001, about 200 thousand people emigrated, which is roughly equal to the 
population of the city of Rijeka, the third largest city in Croatia. However, if during 
this period the reasons for emigration may be found in the war of the 1990s, the 
numbers demonstrate that from 2001 to the present this trend has not relented. For 
example, since 2009, more than 30 thousand people have left the country, although 
this figure can probably be doubled, taking into account unregistered immigrants. 
Furthermore, in the current economic, political and social climate there is a sub-
stantial lack of entrepreneurial spirit. According to the survey conducted by the Ivo 
Pilar Institute in spring 2015, about 70% of respondents had no desire to engage in 
starting their own business (Pilar’s Barometer of Croatian Society, 2015).
In contrast, in environmental terms, Croatia is one of the leading countries in 
Europe with 47% of its land and 39% of its sea designated as specially protected ar-
eas and areas of conservation. Croatia has 19 national parks, with some designated 
as UNESCO World Heritage sites. Tourism is one of the principal economic activities 
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in Croatia, with its revenues representing around 15% of the country’s GDP (World 
Bank, 2014). According to the data provided by the Croatian Bureau of Statistics 
(CBS) (2015), in 2014 there were 13.128,416  tourist arrivals and 66.483,948 tourist 
nights in Croatia.
Croatia has a geopolitical advantage, which is the fact that it is situated along 
three pan-European transport corridors linking the EU and South East Europe. The 
most important routes are those centred along the Sava River, the Drava River and 
the Adriatic. Furthermore, there are also several important transversal routes from 
the Austrian and Hungarian border to the Adriatic coast. Croatia’s accession to the EU 
in 2013 has provided substantial opportunities for the country to modernise its key 
international corridors through the use of EU Structural Funds (World Bank, 2014).
4.1.1 overview of the economic situation in the country
The Croatian economy is one of the most developed economies in South East Eu-
rope, reaching GDP per capita of EUR 10,114 in 2014 (€ 43 billion in total) (CBS, 2015). 
though it is still one of the wealthiest countries of the former Yugoslavia, Croatian 
economic growth and development slowed significantly during the 1991-1995 war, 
which prevented the penetration of foreign investment, as was the case with other 
countries of the region that were affected by war. 
Before the emergence of the global financial crisis in 2008, the Croatian econo-
my achieved a GDP growth of 4-5% annually and economic and social opportunities 
improved significantly. However, after 2008, a full six years of economic recession 
followed, which caused a major economic decline. In 2009, a sharp GDP decline of 
-6,9% was recorded, which was followed by a contraction of -2,3% in 2010 and 0% 
in 2011. In 2012, real GDP fell by -2,0%, while in 2013, in comparison to the previous 
year, there was an increase in GDP of 1% (ERAWATCH, 2013). The year 2014 brought 
a further increase in GDP of 0,5%, and same is expected in 2015, when the growth is 
expected to be just above zero, while according to the European Commission, GDP 
should  increase to 1% in 2016 (European Commission, 2015). However, predictions 
for the unemployment rate are not positive, as it is not expected that it will decline 
significantly from the current 17%. The low employment rate is partly related to 
labour market institutions and policy settings. The main obstacle for the adjust-
ment capacity of the economy is the unfavourable business environment (European 
Commission, 2015).
Before the recession, the poverty rate was below 10%, and it mainly affected the 
unemployed and those with lower levels of education. However, today, due to the 
prolonged recession, this structure has changed. Poverty now affects wide layers of 
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society, regardless of their education level and economic activity, whereby better 
educated and younger people living in urban areas fall into poverty (World Bank, 
2014). In May 2015, the highest youth unemployment rates were detected in Greece, 
Spain, Italy and Croatia, which had the rate of 43,6% in the first quarter of 2015 (Eu-
rostat, 2015). Croatia’s economy lags behind the EU average; this is demonstrated 
by the World Economic Forum Report (2014), which ranks Croatia 77th out of 144 
countries, marking a decline of two places from 2013, with a grade of 4,13. 
Six years of recession, in conjunction with significant assumption of liabilities of 
public enterprises, led to a rapid increase in public debt. The ratio of general public 
debt in 2014 amounted to 85% (Eurostat, 2015). 
4.1.2 overview of the research and innovation actors and activities 
in the country
The Croatian National Innovation System (CNIS) was developing from 2001 onward. 
The structure of the system includes:
1. Decision making bodies
• The Ministry of Science, Education and Sports (MSES) is the pillar institu-
tion of the entire research, education and innovation policy.
• The Ministry of Regional Development and EU Funds (MRDEUF) is respon-
sible for administrative and other tasks related to the planning and imple-
mentation of regional development policy and establishing a comprehensive 
system of regional development.
• The Ministry of Economy (MINGO) is responsible for the development and 
competitiveness improvement of the Croatian economy, as well as the in-
strument and measures of the economic, industrial, innovation and new 
technology policies.
• The Ministry of Entrepreneurship and Crafts (MINPO) complements the na-
tional innovation policy related to innovation-based entrepreneurship and 
business infrastructure.
2. Executive agencies
• The Croatian Agency for SMEs, Innovation and Investments: HAMAG-BICRO;
• Croatian Science Foundation (CSF);
• Agency for Science and Higher Education (ASHE);
• Agency for Mobility and EU Programmes (AMPEU);
• National Council for Science, Higher Education and Technological Develop-
ment (NVZVOTR).
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3. Intermediary organizations
• 12 technology parks and incubators;
• 5 technology transfer offices.
4. Research centres and universities
• 25 public research institutes;
• 89 higher education institutions and their constituents;
• 69 other legal persons.
5. SMEs and big companies (MSES, 2013; MINPO, 2013)
• Overall structure of the economy – 99,76% are SMEs, which are responsible 
for 50% of GDP,
• 13,1% of companies are manufacturing companies, the rest goes to services,
• 44% of investment in R&D comes from the private sector.
Figure 4.1 – Main actors in the Croatian National Innovation System (CNIS)
Source: Created by Croatian PACINNO team
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4.1.3 recent changes in r&d and innovation systems in the country
The National Innovation System (NIS) is undergoing structural changes that should 
help focus European Structural and Investment Funds (ESI Funds) to provide bet-
ter output in terms of performance and economic benefits. The Smart Specialisa-
tion Strategy for Research and Innovation (RIS3) is the central strategy designed to 
meet these objectives by structuring, prioritising and positioning Croatia’s ESI Fund 
investments.
According to expert academic opinion , obtained from the interviews conducted 
under the PACINNO project, the formation of the NIS in Croatia is moving towards 
the support of the entrepreneurial sector where innovation should take place, which 
reflects the trend in the European Union. According to the opinion of the policy 
makers, the future of the innovation system and the funding system for science 
and R&D is heavily dependent on the implementation of the adopted innovation 
strategy, as well as the funds coming from the ESI.  
The Ministry of Science, Education and Sports has set up the Croatian Research 
and Innovation Infrastructures Roadmap as a foundation for future investment in 
national and international projects, in terms of infrastructure. The goal is to stim-
ulate scientific excellence, an innovation culture and the application of scientific 
knowledge to benefit society (MSES, 2014).
In October 2013, seven Western Balkan countries, including Croatia, signed the 
Declaration of the Western Balkans Research and Innovation Strategy Exercise 
(WISE), which marked the beginning of the Western Balkans Regional R&D Strategy 
for Innovation (WBRIS) for the period 2014-2020 (ERAWATCH, 2013).
It is expected that ESI Funds will contribute to national strategic goals in terms 
of R&D and innovation. This will mainly be possible by increasing public support 
for business investments in R&D. However, it is also necessary to strengthen the 
research performance and cooperation between universities and industry, as well 
as to support scientific excellence in public R&D. Consequently, Croatia’s new in-
novation strategy 2014-2020 introduces measures that are concentrated on in-
creasing the competitiveness of the economy based on knowledge, creativity and 
innovation. This will be carried out through increasing the share of business sector 
investments in R&D in the ratio of two thirds of the total investment in R&D, which 
will encourage basic and applied (industrial) research in the scientific sector and 
strengthen human resources involved in research, technological development and 
innovation (Deloitte, 2014).
674. CROATIA
4.2 macro-level analysis of innovation enablers and 
inhibitors 
This section presents the most relevant macro-indicators of innovation in the coun-
try1. These indicators concern six categories of the national innovation system: the 
economic situation of the country, figures regarding human resources including the 
education system, the innovation investments made by both the public and private 
sectors and the scientific output. The indicators are synthetically presented in Fig-
ure 4.2 and described after that. In the figure, 100 represents the EU average, while 
the dotted part of the histogram shows the Adriatic region average.
The economic data include the general economic figures of the country, such as 
GDP per capita, total exports, unemployment rate, current account deficit, etc. Cro-
atian GDP per capita places the country slightly below the average of the Adriatic 
Region, while the Region itself is also positioned lower than the EU-28 average 
GDP per capita. 
Figure 4.2 – Croatian Innovation System, selected indicators
 
1 A more detailed picture about the country’s innovation profile can be found at:
http://www.adriaticinnovationmap.eu/country-profile/. 
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The human factor plays a critical role in innovation, as the competitive advantage 
built on human resources is not easily imitable. The number of new PhD graduates 
in Croatia, as a percentage of the active population, stands slightly better compared 
to both the EU-28 and the Adriatic Region means. However, one should bear in mind 
that this does not necessarily imply a positive situation because it is important to 
further investigate whether new PhD graduates find employment in Croatia in their 
respective fields of expertise, or whether they are forced to work in other industries, 
or even move abroad. 
Education plays a central role in building the country’s innovation capacity. The 
number of tertiary education participants in Croatia (as a percentage of the active 
population) is very close to the Regional mean and the EU-28 mean, which may 
again be interpreted in a positive way as a possible enabler of innovation activities 
and growth of future knowledge sector participants. 
The public sector is a part of the economy that consists of state-owned institu-
tions, including nationalised industries and services provided by local authorities. 
Government expenditure on R&D in Croatia, relative to GDP, is above the Regional 
mean, however, below the EU-28 mean.
The private sector represents an engine of economic growth and job creation, as 
commercial enterprises constantly incorporate new technologies in their businesses 
due to market pressures and an imperative to stay competitive. In the private sector 
dimension it is evident that Croatia lags behind the Region regarding business ex-
penditure on R&D, while the Region lags behind the EU-28.  
The scientific output of a country is closely related to its innovation capacity. At the 
same time, it can be used as an indicator of a country’s innovation performance. 
The number of SCImago scientific journal articles is, in relative terms, higher for 
Croatia than the Regional mean, yet below the EU-28 average value.
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4.3 meso-level analysis of innovation enablers and 
inhibitors
The survey of innovative micro, small and medium companies in Croatia in-
cluded enterprises from eight counties within the Croatian Adriatic Region: Du-
brovnik-Neretva County, Istria County, Karlovac County, Lika-Senj County, Primor-
je-Gorski Kotar County, Split-Dalmatia County, Šibenik-Knin County and Zadar 
County, which constitute the IPA Adriatic eligible area. 
The total number of enterprises in the Croatian Adriatic Region (approx. 35 thou-
sand) was extracted from the national database of enterprises provided by the Cro-
atian Chamber of Economy. The selected enterprises were taken from 15 national 
activities categorised according to the Croatian National Classification of Activities, 
2007, which included: C- manufacturing industry; D-electricity, gas, steam and air 
conditioning supply; E-water supply, sewerage, waste management and remedia-
tion activities; F-construction; G-wholesale and retail trade, repair of motor vehicles 
and motorcycles; H-transporting and storage; I-food preparation and accommoda-
tion; J-information and communication; K-financial and insurance services; L-real 
estate activities; M-professional, scientific and technical activities; N-administra-
tive and other services; P-education; Q-health and social security services and R-art, 
entertainment and recreational services. 
The survey sample was formed by including all registered medium-sized enter-
prises (due to their overall small number) and 10% of micro and small enterprises 
randomly selected from each of the 15 focus categories of national activity. The ex-
ception were micro enterprises in activities F, G, I and L, where 1% of the total num-
ber were included in order to reduce the otherwise large representation of enterpris-
es in those activities in the sample. In activities where only four or fewer micro and 
small enterprises were registered, all enterprises were included. The final stratified 
random sample included 2,380 SMEs.
The survey was conducted from July 2014 till December 2014. A total of 401 re-
spondents were reached after three reminder rounds were administered via the on-
line survey platform LimeSurvey (17% response rate). A total of 149 responses were 
completed at the level of 70% (cut-off criteria) and, hence, used for further analysis.
The majority of the respondents (80%) were service-performers, predominant-
ly companies offering professional, scientific and technical services. The average 
number of employees in the sample was 25, and the average turnover was around 
EUR 1,25 million. The average sales and exports in total sales ratio increased in the 
period from 2010–2013. Most enterprises mainly employed a majority of lower qual-
ified workers (including secondary school education), followed by employees with 
college education (Master’s Degree).
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During the research process no methodological difficulties were encountered. 
The researchers engaged an external expert company for data collection, which en-
sured an adequate response rate. This was particularly important considering the 
extensive length of the questionnaire.  
4.3.1 organizational innovation 
According to the surveyed companies in Croatia, organisational innovation mostly 
reflects organisational effectiveness and the renewal of internal rules and proce-
dures. However, the obtained data demonstrated a general lack of innovative be-
haviour, especially in terms of compensation policies, as well as the new manage-
ment system implementation. 
Chart 4.1 – Organizational innovation 
 (Croatia in comparison to the Adriatic Region average)
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The analysis of collected data on different aspects of organisational innovation 
points to no major differences between Croatia and the Adriatic Region average. Re-
newal of internal rules and procedures and developing structural effectiveness hold 
the highest ranking in both the Adriatic Region and Croatia, where both reached 
almost 5 points on the scale from 1 to 7. Different roles within the organisation are 
also highly ranked both in Croatia and the Adriatic Region as a whole. The biggest 
disparities in favour of the Adriatic Region can be seen in the changes in the em-
ployees’ tasks, new management system implementation and update of compen-
sation policies, where the latter also holds the lowest ranking in both Croatia and 
the Adriatic Region as a whole.   
4.3.2 internationalization level as innovation enabler
During the period 2011-2013, most surveyed companies in Croatia were present 
only on the domestic market, where the majority of turnover was also earned. 
Companies that export their products were mostly present in Western and Central 
Europe, considerably less so in Eastern Europe and on the markets of the neigh-
bouring countries in the Adriatic Region, and slightly present in North America, 
East Asia, South and Central America, Middle East and North Africa. Furthermore, 
the majority of surveyed companies did not export at all (76%), while companies 
that were export-oriented exported to up to five countries (19%); very few compa-
nies (5%) were exporting to more than five markets.
As shown in Chart 4.2, the national markets are the most represented areas in 
both Croatia and the Adriatic Region as a whole. While in Croatia 96% of respon-
dents were present on the domestic market, for the Adriatic Region as a whole this 
rate amounted to 95%. In both cases, the next most prevalent markets where com-
panies sold their goods and services were those of Western, Central and Eastern 
Europe, as well as the Adriatic Region countries. However, in these markets the dis-
crepancies between Croatia and the Adriatic Region’s average exist: for example, in 
the case of Western and Central Europe, Croatia lags behind the Region’s average 
by nearly 20 percentage points, while in the case of North America the discrepancy 
is slightly lower, although it is still substantial with a difference of 7 percentage 
points in favour of the Adriatic Region average. In both cases, the least represented 
markets are those in North Africa, Middle East and East Asia.
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Chart 4.2 – Geographic markets where enterprises sold goods and/or services during 2011, 
 2012 and 2013 
 (Croatia in comparison to the Adriatic Region average)
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4.3.3 innovation incentives as innovation enablers
The majority of innovating companies in Croatia within the three-year period of 
2011-2013 did not receive any kind of public financial support for innovative activ-
ities. In most cases financial support came from the local or Regional authorities 
(7%) and less so from the European Union (6%). This fact confirms again that the 
significant factor preventing innovative activities is the lack of financial support.
It is evident that the level of received support was low for all three forms of 
financing and in both Croatia and the Region as a whole. The main sources of finan-
cial support were local or Regional authorities, followed by the Central government, 
and finally, he European Union.
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Chart 4.3 –. Public financial support (%) for the innovation activities in enterprises during 
 the 2011, 2012 and 2013 coming from the government 
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4.4 micro foundations of innovation 
In Croatia, two innovative companies participated in the study. The first com-
pany was a medium-sized electrical engineering and automatization company 
with 106 employees, while the second was active in the marine market sector; 
it had 99 employees and was a subsidiary of a foreign multinational company.
The gender structure in the two companies in Croatia was misbalanced, with 
the ratio of men to women being 83% and 17%, respectively. The average em-
ployee age in the two Croatian companies was 37 years. The majority of employ-
ees held Master’s degrees (56%), while the ratio of employees with a Bachelor’s 
Degree was 23%, followed by 21% of employees who had finished high school 
education. 
The following graph presents the average descriptive results for Croatia in 
comparison with the Adriatic Region. Furthermore, we are referring to the re-
sults of multi-level analysis at the Adriatic level.
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Chart 4.4 – Micro-determinants of innovation in Croatia and the Adriatic Region
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The data show that knowledge hiding in both Croatia (1,35) and the Adriatic Region 
(2,31) does not occur often. Interestingly, the econometric data analysis on the Adri-
atic Region level has shown a slightly positive correlation between knowledge hid-
ing and individual innovativeness, which is contradictory to the previous empirical 
studies that claim that knowledge hiding negatively affects innovativeness. Nev-
ertheless, the low representation of knowledge hiding in the surveyed companies 
in Croatia may be interpreted as beneficial, particularly considering that the two 
surveyed companies were innovation-oriented. 
The construct employee silence is shown as significantly negatively related to 
innovativeness on the Adriatic Region level, which is connected to the fact that 
the employees do not share their ideas openly. However, this construct was ranked 
rather low in both Croatia (1,69) and the Adriatic Region (2,71), therefore, it may be 
interpreted that employees do not show a substantial proclivity to silent behaviour. 
According to the results of analysis, on the level of the Adriatic Region, cultural 
intelligence is significantly correlated with individual-level innovativeness, which 
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means that the more culturally conscious the employees are, and the more knowl-
edgeable they are about different languages, cultural values, etc., the more innova-
tive they are likely to be. This determinant is almost equally ranked in both cases, 
Croatia (4,49) and the Adriatic Region (4,54), with a difference of 0,5 percentage 
points in favour of the Adriatic Region.
Perceived time pressure, according to the research, does not have any signifi-
cant correlation with the level of innovativeness in the surveyed companies of the 
Adriatic Region. This determinant is in both cases ranked almost equally, Croatia 
(3,99), and the Adriatic Region (4,12). 
Idea championing and individual innovation are also ranked equally high, with 
a difference of 0.11 percentage points in favour of the Adriatic Region (4,66).  Ac-
cording to this study, the gender and age of employees are strongly related to in-
novativeness on the Adriatic Region level. Therefore, there are certain differences 
between male and female employees, as well as younger and older employees, in 
terms of terms of both the level of their innovativeness and the process of individ-
ual innovation emergence. 
Task conflict, as a measure of disagreement between group members, is not 
present to a large extent, either in the case of the Adriatic Region (3,24), or the 
Croatian study respondents (2,99). Since in some empirical studies task conflict has 
been identified as a potential innovation inhibitor, the low representation of this 
determinant may be interpreted in a positive way. 
Absorption/flow at work, work enjoyment and intrinsic work motivation are 
ranked rather high, but the research has shown no significant correlation between 
these constructs and individual levels of innovativeness in the Adriatic Region.
Regarding the time perspectives, this research has shown that on the level of the 
Adriatic Region, only past positive and present hedonistic time perspectives sig-
nificantly correlate with innovativeness. Past positive time perspective is negatively 
correlated with innovativeness and it is equally ranked in both Croatia (3,47), and the 
Adriatic Region (3,62). At the same time, present hedonistic time perspective is mar-
ginally positively correlated to innovativeness in the Adriatic Region and it is ranked 
somewhat lower in Croatia (2,87), while in the Adriatic Region this value amounts 
to 3,52. In contrast, past negative and future time perspectives did not show any 
significant correlation with innovativeness in the Region. Since, in both cases, past 
negative time perspective is ranked rather low, it may be interpreted as a positive re-
sult, while future time perspective is mid-ranked in Croatia and the Adriatic Region. 
According to the conducted data analysis, time management is highly correlat-
ed with innovativeness, and it is one of the most important determinants of indi-
vidual-level innovativeness in the Region. This determinant is ranked equally high 
in Croatia (5) and the Adriatic Region (5,1). 
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Entrepreneurial and intrapreneurial intentions are shown to be significantly 
related with employees’ innovativeness on the Regional level, which implies that 
entrepreneurial skills may be of potential benefit for the company as they stimulate 
innovation processes. This determinant is mid-ranked and it does not differ much 
between Croatia (3,87) and the Adriatic Region (4,03). 
Self-efficacy, which has been identified as an instigator of innovativeness in 
this research, is ranked rather high (5,51), which could point to the conclusion that 
employees in Croatian companies are more optimistic regarding their abilities to 
perform novel tasks.
According to the research, uncertainty avoidance, as a construct for the mea-
surement of national culture, does not significantly correlate with the level of in-
novativeness in the surveyed companies of the Adriatic Region. However, this de-
terminant holds rather high and equal rank in both, Croatia (5,36), and the Adriatic 
Region (5,43), which implies some specific cultural characteristics of risk aversion 
in the Region. 
Individualism, as another construct that measures national culture, is almost 
equally ranked both in Croatia (4,77) and the Adriatic Region (4,48). The same as in 
case of uncertainty avoidance, the empirical analysis has shown that this determi-
nant does not play a significant role in explaining individual-level innovativeness in 
the Adriatic Region.
4.5 conclusions 
The analysis of innovation chain of enablers and inhibitors in Croatia in the context 
of the Adriatic Region yielded several key findings. 
On the macro level, despite the excellent geopolitical position and the estab-
lished and relatively well structured national innovation system and recent acces-
sion to the EU, which opened substantial opportunities for the country to upgrade 
its innovation capacities through the use of the EU Structural Funds, the economic 
data point to overall unfavourable conditions for development of entrepreneurship 
and innovation. Croatia lags behind the EU average in most of the economic indica-
tors and for some of them, such as GDP per capita, it is also placed below the Adri-
atic Region average. Particularly problematic is the high youth unemployment rate, 
especially considering that human resources related indicators, i.e., the share of 
new PhD graduates and of tertiary education participants in the active population, 
reveal the existence of significant potential for the country’s innovation capacity. 
Apart from strengthening human resources, when implementing the National Inno-
vation Strategy Croatian policy makers should pay particular attention to increasing 
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public support for business investments in R&D, as Croatia currently lags behind 
both the Adriatic Region and the EU average. 
On the meso level, the analysis of survey data collected from 149 micro, small 
and medium enterprises in Croatia indicated a general lack of innovative behaviour 
when it comes to organisational innovations, especially in terms of compensation 
policies, as well as new management system implementation. Moreover, an import-
ant inhibitor to innovation is the poor level of internationalisation in Croatian SMEs; 
most of the surveyed companies are only present on the domestic market and those 
that are internationally present mostly export to up to five markets. Another im-
portant innovation inhibitor is the very low level of public support for innovation, 
since the great majority of Croatian enterprises did not receive any kind of financial 
support for innovative activities from either local or Regional authorities, central 
government or the EU. In this regard, the situation is similar to the whole of the 
Adriatic Region. 
Micro-level determinants of innovation in Croatia were investigated through a 
sample of 130 employees of two medium-sized high-tech companies and the anal-
ysis was conducted by comparison of different indicators with the results obtained 
on the Adriatic Region level. In Adriatic Region enterprises, the most important 
identified innovation enablers are cultural intelligence, time management, entre-
preneurial/intrapreneurial intentions and self-efficacy, whereas employee silence 
and past positive time perspectives act as inhibitors to individual-level innovation. 
Furthermore, on one hand, Croatian employees reported somewhat lower levels of 
knowledge hiding and employee silence and task conflict was comparable to the 
Adriatic Region average. On the other hand, uncertainty avoidance holds rather high 
and equal rank in both Croatia and the Adriatic Region, which implies some specific 
cultural characteristics of risk aversion in the Adriatic Region.
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